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evisiting imperatives of Organization Re-design 
s we adjust to the transformation of our corpora­
\tion through Organization Re-design, it's impor-
1t to revisit the organization imperatives or goals we 
nted to accomplish with our re-design. These goals, 
;ed on organizational issues, corporate strategy and 
: health care market, include: 
• Improving our customer focus and the ease with 
which customers interact with the company; 
• Capturing benefits of a local presence; 
• Supporting our low-cost producer position; 
• Increasing the speed of decision making; 
• Establishing a strong results-oriented focus; and 
• Building and upgrading selected capabilities 
that support corporate strategy. 
In Phase I, we also developed design criteria or 
1delines to achieve these goals and frame the re-design 
xt. Those design criteria include: 
• Improving access to and relationships with local 
customers and providers; 
• Establishing a single point-of-contact for custo­
mers were possible and desirable; 
• Capturing scale and productivity, minimizing 
duplication, and facilitating the effective man­
agement of medical costs; 
• Simplifying the organizational structure and 
streamlining and approval processes; 
• Establishing clear profit and loss authority 
and accountability; 
• Developing an organization with an increased 
emphasis on the execution and results of plans; 
• Enhancing our ability to develop key capabilities 
including segmentation, product development; 
managed care and information management; 
• Tying incentives to desired outcomes and 
performance measures; 
• Establishing a communications plan for 
BCBSF' s vision; 
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• Establishing a mechanism to capture and promote 
best practices and competitor benchmarks; and 
• Enabling us to become a high performance 
organization and building our capability to 
access capital. 
Phase I resulted in the devlopment of the geographic 
business units. In Phase II, we developed blueprints or 
detailed plans for reorganizing divisions, key processes 
and policies, and implementation plans. Phase III involves 
implementing those plans, monitoring progress and 
making appropriate modifications. 
Glossary of terms 
Diamond system-A client/server-based managed 
care system that will be used by Virtual Office to manage 
information and facilitate transaction processing associated 
with patient care. 
Geographic Business Unit (GBU)-BCBSF's 
Organization Re-design established the geographic busi­
ness units as the primary axis for the company's day-to-day 
operations. The GBU structure aligns key functions and 
accountabilities against geographic markets, allowing us to 
capture economies of scale and move key processes closer 
to our customers and providers. 
Organization imperatives-Based on organiza­
tional issues, corporate strategy and the health care market, 
organization imperatives are the goals of Organization 
Re-design. Design criteria or guidelines were developed to 
shape Organization Re-design and achieve these goals. 
Internal Service Agreement (ISA)-An internal 
service agreement is a contract between two divisions for 
specific services. The contract promotes responsibility and 
accountability between the divisions for services that are 
critical in meeting_ overall objectives. 
Virtual Office (VO)-Virtual Office is a new capa­
bility that enables BCBSF to gather, integrate and manage 
information around delivery of health care. VO electronically 
delivers needed information to the provider's office through 
connectivity with the provider's practice management 
computer system. 
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A special series devoted to Organization Re-design 
April 6, 1998 
1/T implements shared services model, 
increases focus on customer needs 
O
rganization Re-design presented a major challenge 
to the Information Technology (I/T) organization 
primarily because of the rapid growth, complexity and 
diverse application of technology throughout the 
company. The I/T organization, formerly known as 
Information Systems & Operations (IS&O), handled 
many important functions, such as developing and j I maintaining mission critical busi-
ness applications, supporting desk-
he shared top computers, and operating a 
services model state-wide vmce and data commu-. nications network . 
emphasizes the However, as busi-
Since these issues were corporate in nature, Joe 
Grantham, senior vice president and chief information 
officer, commissioned a cross-functional team to address 
the 1/T Organization Re-design throughout the company. 
"Superior team and individual performance are 
the cornerstone of our success," Grantham says. "We 
looked for ways to eliminate duplication, leverage 
specialized skills, create a single approach to informa­
tion management, and implement effective governance 
processes. By doing these things, we will significantly 
Continued on page 5. 
consolidation of . ness needs grew, 
services to enhance technology to 
delivery and increase serve th0se needs 
ADVANTAGES OF SHARED 
SERVICES MODEL 
. also grew and 
eff ectzveness · existed in many 
• • • • • • • • • • • • • • • different forms . 
The need to consolidate efforts, become 
more effective, and establish a focal 
point for technology necessitated a 
major change in the I/T organization. 
In the first phase of the Organiza­
tion Re-design, 1/T identified the fol­
lowing barriers to its goals of improved 
effectiveness and reduced costs: 
• Lack of knowledge sharing 
and cross training of I/T staff; 
• Duplicated and fragmented 1/T 
functions across the company; 
• Lack of corporate information 
management; and 




Creates pools of 
resources to service 
multiple users 
■ 
Develops single approach 
for managing data and 
information 
Promotes consistency and 
compatibility of systems 
Helps incorporate business 
knowledge and expertise 
Facilitates knowledge sharing 




Paradigm shift centers on customer 
T
o implement an organization focused on and account- • Advising the business areas of best prac-
able to its customers requires "thinking outside 
O 
tices, and letting them determine what is 
the box." The new organization must answer \ � \ \ N H E _ right for them; 
directly to its customers. This paradigm � \ I)� • Fostering regular and open 
shift must evolve quickly to meet the <.:;, � ./'/ communication to all I/T cus-
technology needs of the business. � c, tomers, thereby making it easy 
� � Information Technology (I/T) expects \.r.. for customers to communicate to continually improve as it gains expe- � with I/T; and rience with the shared services model. r f) • Continuously improving 
The foundation of the shared services _--uF,_ tr==J costs, service levels and 
model rests on the I/T staff's increasing _____ capabilities. 
understanding and commitment to: With an organizational and cul-
• Providing competitive services; tural change of this magnitude, it is 
• Satisfying customers with superior ser- important to minimize any impacts to 
vices for the prices charged; customers and business partners. Consequently, 
• Emphasizing teamwork, collaboration and other I/T approached implementation of shared services 
processes that connect people with the best ideas; gradually and continues to progress. 
Shared services model drives new structure, roles 
A fter selecting the shared services model for re-design, 
/-\Information Technology (I/T) identified three new 
roles to support this model: I/T strategy and planning; 
business integration consultants; and I/T shared ser­
vices. Each role has several primary responsibilities. 
1/T strategy and planning provides leadership and 
oversight for the development, alignment and fulfill­
ment of 1/T strategies and governance. This entails 
supervision of adherence of I/T architectures, policies 
and standards. Also included are the research for new 
and emerging technologies to further corporate busi­
ness objectives, as well as leadership in the manage­
ment of I/T assets to assure maximum leverage of 
corporate assets. This role also provides leadership and 
oversight for developing and sustaining a skilled and 
high performing I/T organization. 
Business integration consultants participate in 
the development of business area and I/T strategy and 
plans, and are able to provide a cross customer view. In 
addition, they market Capability Development and I/T 
products and services and help identify opportunities 
for development and improvement in business areas. 
1/T shared services area supports and maintains 
the hardware and systems software; develops and 
delivers I/T solutions, and enhances and maintains 
production applications. In addition to providing 
Electronic Commerce capabilities, this area also is 
responsible for developing and maintaining an applica­
tion development environment and a portfolio man­
agement process for applications, databases and tools. 
This area also maintains and monitors the corporate 
information environment, including the desktop 
environment, voice and data network, and the help 
desk. It also is responsible for an effective organization 
through the appropriate staffing, efficient management, 
training, development and assignments. 
Success requires new thinking 
Shared services is a powerful concept offering a real­
istic alternative to either a centralized or decentral­
ized I/T structure. However, shifting to a shared services 
model is neither quick nor easy. A key component to the 
successful implementation of this concept is a significant 
2 
change in mind-set among all participants coupled with 
strong governance processes to guide strategic and 
tactical decisions. In the end, the partnership created 
between I/T and its customers will deliver the business 
services needed at a competitive cost. 
Realignment cuts 
duplication 
An analysis of Information Technology's (1/T) activi­ties across the corporation revealed significant 
fragmentation and duplication. The subsequent recom­
mendation included the retention of some I/T work in 
the business areas-especially activities requiring sig­
nificant and in-depth business knowledge and ad-hoc 
reporting needs. Activities that could achieve economies 
of scale or deploy scarce resources across the corporation 
would transition to I/T. In addition, some 1/T activities 
would transition to the business areas. 
"Clearly some activities needed to stay in the 
business areas," says Nick Stam, senior vice president 
of Information Systems. "But by aligning a number of 
functions with 1/T, we reduce duplication of I/T func­
tions, facilitate knowledge sharing among our staff 
and bring a single approach to the management of 
1/T resources." 
Agreements on the realignment of I/T functions 
have been reached with the various business areas 
throughout the corporation. The work and resources 
have been realigned from a reporting perspective. 
About 40 people previously assigned to the business 
areas have become a part of 1/T, and 10 I/T people 
have been aligned to the business areas. 
HOW TO ACCESS 














Model focuses on 
customer needs 
Continued from page 1. 
enhance the delivery of 1/T to enable th( 
business strategies." 
With re-design, the team wanted to I 
support for the corporation and its nev 
business units (GBUs). After examinin: 
organization structures, the team chose, 
vices model as the most effective means 
tomers' needs, increase efficiencies and 1 
This model emphasizes the consolidation 
enhance delivery and increase effectiven 
from centralization in several ways. In a 
organization, corporate functions contro 
ings and dictate their usage to the custom 
services organization, customers set prio: 
tity and quality of services; products anc 
based on business needs. Service contrac 
lished and performance is measured ag, 
targets and external best practices. 
"Under this model, 1/T Shared Ser, 
accountable to our customers-the GBl 
business and support areas," says Davel 
president of I/T Infrastructure and Opera 
"We are also better able to tailor 1/T sen 
bilities to the specific needs of those cust 
�-, 
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* Capability Development's reorganization will be featured in the future. 
** Reports to both D. Dingfield in I/T and to M. Bridgman in Legal. 
Purpose: To ensure the effective integration of business 
strategy to the corporate use of technology assets. 
Membership: 
Tom Albright, senior vice president, 
Marketing 
Barbara Benevento, senior vice president, 




























Joe Grantham, senior vice president, 
Information Technology 
Bob Lufrano, executive vice president, 
Geographic Business Units & Operations 
Dudley Mendheim, senior vice president, 
Capability Development 
Larry Payne, senior vice president, 
GBU Operations 
Information M 
data for bette 
While an Information Management for several years at BCBSF, its mis 
sion took on an expanded focus under 
Organizational Re-design. Prior to re­
design, data was being managed in pock­
ets all over the company. While this 
method provided a level of support to 
the business by supplying information 
for decision making, it did not furnish 
all the necessary ingredients to be a sue 
cessful managed care company. 
As Kathy Feierstein, director of 
Information Management, says, "We are 
in the business of managing information 
We collect data, manipulate it and create 
information for our customers. We must 
have the right information to make the 
best decisions to support our customers. 
The quality and consistency of this infor 
mation is essential to our livelihood." 
The new mission of Information Mana 
"lead the corporation in governing dat 
valued corporate asset." 
Govern a nee i 
The demands of today's business enviro 
significant implications for Informatio 
(I/T). With growing competition, inform 
gy must enable the company to meet 
customer needs more quickly and 
reduce costs, says Roger Holton, direc­
tor, I/T Strategy and Planning 
Governance plays an important 
role in facilitating joint efforts of I/T 
and business areas as well as effec­
tively using investments. It includes 
the philosophy and processes that 
guide decision making about select­
ing, deploying, maintaining and retir­
ing information technology 
throughout the company. 
Through Organization Re-design, 
I/T developed a governance frame­
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Information Technology organization structure 
J. Grantham 
Senior Vice President 
Chief Information Officer 
D. McMillan B. Smith 
Admin istrative - - - - - - - - - - - - - - - - Di rector 
Support HR  Integrator 
I I I 
Dudley R. Holton D. Dingfield N. Stam Bill Simek Steve Davis Mendheim Di rector Vice President Senior Vice President Di rector Vice President Senior Vice President 1/T Strategy 1/T Infrastructure Information - Marketing Strategy Corporate Capabil ity and Plann ing and Operational Systems Business Integration Project Dev. Development* Services Consultant 
l T. Hagan K. Feierstein 
Open 
Managed Care/ Bob Cooper Tony Hubbard 1/T Strategy Di rector Di rector - Customer Service Di rector VO Rollout and Governance Information I nformation Strategy Business Strategic Faci l ities Services Management lntegra . Cons. 
K. Hursey C. Peper w. Gaff Open 
Don Hardeman Di rector Di rector Di rector 
Organizational 
VO Development 1/T Architecture Electronic Appl ication .... Effectiveness Strategy Business 
and Research Commerce Management lntegra . Cons. 
John Slattery M. Jones C. Frierson Di rector Open Program Director Centers of 
-
1/T Integrators Management Faci l ities Excellence 
Bob Grant C. Hammaker** N. Graham - I l l ness - Di rector I- Acting Di rector 
Management Security Resource Management 
Joe Wellman W. Smith J. Hayes 
Business - Manager � Director 
Architect Resource Year 2000 Management 
P. Pun 
Di rector 
H I  PM/Rate 
Restructure 
* Capability Development's reorganization will be featured in the future. 
** Reports to both D. Dingfield in I/T and to M. Bridgman in Legal. 
Purpose: To ensure the effective integration of business 
strategy to the corporate use of technology assets. 
Membership: 
Tom Albright, senior vice president, 
Marketing 
Barbara Benevento, senior vice presiden t, 
Health Care Services 
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Joe Grantham, senior vice president, 
Information Technology 
Bob Lufrano, executive vice president, 
Geographic Business Units & Operations 
Dudley Mendheim, senior vice president, 
Capability Development 
Larry Payne, senior vice president, 
GBU Operations 
I n formation Management conso l idates 
data for better dec is ion maki ng 
W
hile an Information Management area has existed 
for several years at BCBSF, its mis-
The consolidation of data began with the implemen­
tation of corporate infrastructure data bases 
and the corporate data warehouse. The 
corporate infrastructures focus on four 
subject areas: customer, medical event, 
provider and product. These efforts are 
being worked in conjunction with the 
business reengineering efforts, integrat­
ing legacy system data to support VO 
production applications. This data will 
also be a source for the corporate data 
warehouse. The warehouse currently 
supports several key corporate financial 
functions and provides group profitabili­
ty information for the HMO business. 
Significant expansion of capabilities is 
planned for 1998. Both of these corporate 
approved efforts centralize information, 
applying standard rules that enhance data 
quality. The results of these efforts are better 
sion took on an expanded focus under 
-· · • .. • ., ' -
Organizational Re-design . Prior to re­
design, data was being managed in pock­
ets all over the company. While this 
method provided a level of support to 
the business by supplying information 
for decision making, it did not furnish 
all the necessary ingredients to be a suc­
cessful managed care company. 
As Kathy Feierstein, director of 
Information Management, says, "We are 
in the business of managing information. 
We collect data, manipulate it and create 
information for our customers. We must 
have the right information to make the 
best decisions to support our customers. 
The quality and consistency of this infor­
mation is essential to our livelihood." 
The new mission 
of Information 
Management 
is to "lead 
the corporation 
in governing 
data as a highly 
valued corporate 
asset . "  
The new mission o f  Information Management is to 
"lead the corporation in governing data as a highly 
valued corporate asset." 
customer support and improved information for deci­
sion making. A long-term project, this endeavor will be 
managed using a "continuous improvement" strategy. 
Governance identi fied as a key fu nction 
tively using investments. It includes 
the philosophy and processes that 
guide decision making about select­
ing, deploying, maintaining and retir­
ing information technology 
throughout the company. 
Through Organization Re-design, 
I/T developed a governance frame­
work with four major components: 
strategy, governance and planning; initiative man­
agement; architecture and standards; and I/T service 
management. While many of these processes existed 
principles and 
formalizing our 
processes, we' re better 
able to prioritize and 
oversee the company's 
I/T activities . 
before the Organization Re-design, 
they will all be fully developed and 
formalized over the implementation 
time frame. The Information 
Technology Committee (ITC) will 
provide oversight and control of the 
I/T governance processes. 
"I/T governance guiding princi­
ples and processes are used to guide 
decision making regarding the use of 
I/T throughout the corporation," 
says Holton. "As a result of establish­
ing these principles and formalizing 
our processes, we' re now better able to 
prioritize and oversee the company's 
• • • • • • • • • • • • • • • • • I/T activities." 
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An analysis of Information Technology's (1/T) activi­ties across the corporation revealed significant 
fragmentation and duplication. The subsequent recom­
mendation included the retention of some 1/T work in 
the business areas-especially activities requiring sig­
nificant and in-depth business knowledge and ad-hoc 
reporting needs. Activities that could achieve economies 
of scale or deploy scarce resources across the corporation 
would transition to 1/T. In addition, some 1/T activities 
would transition to the business areas. 
"Clearly some activities needed to stay in the 
business areas," says Nick Stam, senior vice president 
of Information Systems. "But by aligning a number of 
functions with 1/T, we reduce duplication of 1/T func­
tions, facilitate knowledge sharing among our staff 
and bring a single approach to the management of 
1/T resources." 
Agreements on the realignment of 1/T functions 
have been reached with the various business areas 
throughout the corporation. The work and resources 
have been realigned from a reporting perspective. 
About 40 people previously assigned to the business 
areas have become a part of 1/T, and 10  1/T people 
have been aligned to the business areas. 
Model focuses on 
customer needs 
Continued from page 1. 
enhance the delivery of 1/T to enable the corporation 
business strategies." 
With re-design, the team wanted to provide the best 
support for the corporation and its new geographic 
business units (GBUs). After examining alternative 
organization structures, the team chose a shared ser­
vices model as the most effective means to serve cus­
tomers' needs, increase efficiencies and reduce costs. 
This model emphasizes the consolidation of services to 
enhance delivery and increase effectiveness. It differs 
from centralization in several ways. In a centralized 
organization, corporate functions control service offer­
ings and dictate their usage to the customers. In a shared 
services organization, customers set priorities on quan­
tity and quality of services; products and services are 
based on business needs. Service contracts are estab­
lished and performance is measured against internal 
targets and external best practices. 
"Under this model, 1/T Shared Services will be 
accountable to our customers-the GBUs and other 
business and support areas," says Dave Dingfield, vice 
president of I/T Infrastructure and Operational Services. 
"We are also better able to tailor 1/T services and capa­
bilities to the specific needs of those customers." 
Ed itor's Note 
HOW TO ACCESS 
1/T SERVICES � 
-�- ,  This is the sixth in a 
special series of Profile dedi­
cated to Organization Re­
design. These Profiles focus 
on the re-design efforts of 
each business unit and spe­
cial projects under way as 
part of implementation. 
I n it iative 
Request 
A bus i ness 
area submits 
a request 
that def i nes 
object ives. 
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progress, 
i dent i f ies r isk 
and resolves 
To date we've featured: 
Geographic Business Units, 
Operations, Marketing, 
Legal Affairs and Finance. 
We invite your com­
ments to let us know how 
we're doing. 
Revisiting imperatives of Organization Re-design 
As we adjust to the transformation of our corpora­tion through Organization Re-design, it's impor­
tant to revisit the organization imperatives or goals we 
wanted to accomplish with our re-design. These goals, 
based on organizational issues, corporate strategy and 
the health care market, include: 
• Improving our customer focus and the ease with 
which customers interact with the company; 
• Capturing benefits of a local presence; 
• Supporting our low-cost producer position; 
• Increasing the speed of decision making; 
• Establishing a strong results-oriented focus; and 
• Building and upgrading selected capabilities 
that support corporate strategy. 
In Phase I, we also developed design criteria or 
guidelines to achieve these goals and frame the re-design 
effort. Those design criteria include: 
• Improving access to and relationships with local 
customers and providers; 
• Establishing a single point-of-contact for custo­
mers were possible and desirable; 
• Capturing scale and productivity, minimizing 
duplication, and facilitating the effective man­
agement of medical costs; 
• Simplifying the organizational structure and 
streamlining and approval processes; 
• Establishing clear profit and loss authority 
and accountability; 
• Developing an organization with an increased 
emphasis on the execution and results of plans; 
• Enhancing our ability to develop key capabilities 
including segmentation, product development; 
managed care and information management; 
• Tying incentives to desired outcomes and 
performance measures; 
• Establishing a communications plan for 






• Establishing a mechanism to capture and promote 
best practices and competitor benchmarks; and 
• Enabling us to become a high performance 
organization and building our capability to 
access capital. 
Phase I resulted in the devlopment of the geographic 
business units. In Phase II, we developed blueprints or 
detailed plans for reorganizing divisions, key processes 
and policies, and implementation plans. Phase III involves 
implementing those plans, monitoring progress and 
making appropriate modifications. 
Glossa ry of terms 
Diamond system-A c l ient/server-based managed 
care system that wi l l  be used by Virtua l Office to ma nage 
information and fac i l itate transaction processi ng assoc iated 
with patient care. 
Geographic Business Unit (GBU)-BCBSF's 
Organ ization Re-desig n estab l ished the geograph ic busi­
ness un i ts as the pri mary axis for the com pany's day-to-day 
operations .  The GBU structu re a l i g n s  key fu nctions  a n d  
accountab i l it ies aga in st geographic markets, a l lowing us to 
capture economies of sca le and move key processes c loser 
to our customers and providers. 
Organization imperatives-Based on organ iza­
tiona l  issues, corporate strategy and the health care market, 
organ izat ion i m peratives a re the goa ls  of Organ izat ion 
Re-desig n .  Des ign criteria or gu idel ines were developed to 
shape Organ ization Re-design and achieve these goa l s .  
Internal Service Agreement (ISA)-An i n ternal  
service agreement is  a contract between two d ivis ions for 
specific services . The contract promotes responsib i l i ty and 
accounta bi l ity between the d ivis ions for services that  are 
crit ical in meeting overa l l  objectives. 
Virtual Office (VO)-Virtual Office is  a new capa­
b i l ity that enables BCBSF to gather, integrate and ma nage 
information around del ivery of hea lth care. VO electron ica l ly 
del ivers needed information to the provider's office through 
con nectivity with the provider's practice ma nagement  
com puter system . 
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design and production 
Swa n Graph ics, I nc .  
�ea l ig nment cuts 
l up l ication 
n analysis of Information Technology's (1/T) activi­
\ties across the corporation revealed significant 
�mentation and duplication. The subsequent recom­
ndation included the retention of some I/T work in 
business areas-especially activities requiring sig-
cant and in-depth business knowledge and ad-hoc 
orting needs. Activities that could achieve economies 
icale or deploy scarce resources across the corporation 
uld transition to I/T. In addition, some I/T activities 
uld transition to the business areas. 
"Clearly some activities needed to stay in the 
;iness areas," says Nick Stam, senior vice president 
nformation Systems. "But by aligning a number of 
ctions with I/T, we reduce duplication of I/T func-
1s, facilitate knowledge sharing among our staff 
l bring a single approach to the management of 
resources. " 
Agreements on the realignment of I/T functions 
,e been reached with the various business areas 
mghout the corporation. The work and resources 
'e been realigned from a reporting perspective. 
)ut 40 people previously assigned to the business 
:is have become a part of I/T, and 10 I/T people 
·e been aligned to the business areas. 
Model  focuses on  
customer needs 
Continued from page 1 .  
enhance the delivery of I/T to enable the corporation 
business strategies." 
With re-design, the team wanted to provide the best 
support for the corporation and its new geographic 
business units (GBUs). After examining alternative 
organization structures, the team chose a shared ser­
vices model as the most effective means to serve cus­
tomers' needs, increase efficiencies and reduce costs. 
This model emphasizes the consolidation of services to 
enhance delivery and increase effectiveness. It differs 
from centralization in several ways. In a centralized 
organization, corporate functions control service offer­
ings and dictate their usage to the customers. In a shared 
services organization, customers set priorities on quan­
tity and quality of services; products and services are 
based on business needs. Service contracts are estab­
lished and performance is measured against internal 
targets and external best practices. 
"Under this model, I/T Shared Services will be 
accountable to our customers-the GBUs and other 
business and support areas," says Dave Dingfield, vice 
president of 1/T Infrastructure and Operational Services. 
"We are also better able to tailor I/T services and capa­
bilities to the specific needs of those customers." 
Editor's Note 
HOW TO ACCESS 
1/T SERVICES � 
- �-� This is the sixth in a 
special series of Profile dedi­
cated to Organization Re­
design. These Profiles focus 
on the re-design efforts of 
each business unit and spe­
cial projects under way as 
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Tracking 
Mon ito rs 
progress , 
ident i f ies r isk 
and reso lves 
issues. To date we've featured: 
Geographic Business Units, 
Operations, Marketing, 
Legal Affairs and Finance. 
We invite your com­
ments to let us know how 
we're doing. 
Revis i ti ng imperatives of Organ ization Re-des ig n 
As we adjust to the transformation of our corpora­tion through Organization Re-design, it's impor­
tant to revisit the organization imperatives or goals we 
wanted to accomplish with our re-design. These goals, 
based on organizational issues, corporate strategy and 
the health care market, include: 
• Improving our customer focus and the ease with 
which customers interact with the company; 
• Capturing benefits of a local presence; 
• Supporting our low-cost producer position; 
• Increasing the speed of decision making; 
• Establishing a strong results-oriented focus; and 
• Building and upgrading selected capabilities 
that support corporate strategy. 
In Phase I, we also developed design criteria or 
guidelines to achieve these goals and frame the re-design 
effort. Those design criteria include: 
• Improving access to and relationships with local 
customers and providers; 
• Establishing a single point-of-contact for custo­
mers were possible and desirable; 
• Capturing scale and productivity, minimizing 
duplication, and facilitating the effective man­
agement of medical costs; 
• Simplifying the organizational structure and 
streamlining and approval processes; 
• Establishing clear profit and loss authority 
and accountability; 
• Developing an organization with an increased 
emphasis on the execution and results of plans; 
• Enhancing our ability to develop key capabilities 
including segmentation, product development; 
managed care and information management; 
• Tying incentives to desired outcomes and 
performance measures; 
• Establishing a communications plan for 






• Establishing a mechanism to capture and promote 
best practices and competitor benchmarks; and 
• Enabling us to become a high performance 
organization and building our capability to 
access capital. 
Phase I resulted in the devlopment of the geographic 
business units. In Phase II, we developed blueprints or 
detailed plans for reorganizing divisions, key processes 
and policies, and implementation plans. Phase III involves 
implementing those plans, monitoring progress and 
making appropriate modifications. 
Glossary of terms 
Diamond system-A c l ient/server-based managed 
care system that w i l l  be u sed by Vi rtual  Office to ma nage 
information and faci l i tate transaction process i ng associated 
with patient care. 
Geographic Business Unit (GBU)-BCBSF's 
Organ ization Re-design establ ished the geographic busi­
ness u n its as the pr imary axis for the company's day-to-day 
operations .  The GBU structu re a l i g n s  key fu nct ions a n d  
accountab i l ities against geographic markets, a l lowing us  to 
capture econom ies of sca le and move key processes closer 
to our customers and providers. 
Organization imperatives-Based on organ iza­
tional  issues, corporate strategy and the heal th care market, 
orga n i zat ion i m peratives a re the goa ls  of Org a n izat ion 
Re-desig n .  Des ign criteria or gu idel i nes were developed to 
shape Organ ization Re-design and achieve these goa l s .  
Internal Service Agreement (ISA)-An internal  
service agreement is  a contract between two d ivis ions for 
specific services . The contract promotes respons ib i l ity and 
accountab i l ity between the d ivis ions for services that a re 
critica l in meeting _  overa l l  objectives. 
Virtual Office (VO)-Virtua l  Office i s  a new capa­
b i l ity that enables BCBSF to gather, integ rate and manage 
information around del ivery of hea lth care .  VO electronica l ly 
del ivers needed information to the provider's office through 
connectivity with the p rovider's practice ma nagement  
computer system .  
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